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: Competency in Management Advisory Services

COMPETENCE IN MANAGEMENT
ADVISORY SERVICES
Statements on Management Advisory Services No. 2
by the A1CPA Committee on Management Services
1. Statements on Management Ad
visory Services No. 1 states in part:
. Independent accounting
firms have the responsibility to
evaluate their ability to render
management advisory services of
a professional quality in each
specific area. They also have the
responsibility to refrain from
representing themselves [to cli
ents] as qualified and willing to
accept work in areas where they
do not possess the required com
petence. Competence in profes
sional work involves both the
firm’s technical qualifications of
staff personnel and the ability to
supervise and evaluate the qual
ity of the work performed. . . "
The committe considers it desir
able to amplify the application of
this statement and to provide guid
ance to the CPA whereby, in the
exercise of his judgment, he may
consider whether he is competent.

The nature of competence
2. Statements on Management

Advisory Services No. 1 tentatively
describes the nature of manage
ment advisory services as involving
the application of an analytical
approach and process, in conjunc
tion with knowledge and experi
ence in specific subject areas, to
the solution of management prob
lems. Competence in management
advisory services refers to knowl
edge, experience, skill, and re
search capability in applying judg
ment and finding and implement
ing solutions via this analytical
approach and process.
3. In performing management
advisory services, it is expected
that the independent accounting
firm will bring to a client situation
a professional-level ability to find
facts and define problems, to struc
ture problems
attention is fo
cused on fundamentals rather than
symptoms and fringe issues, to
communicate and persuade people
to accept the definitions and be
disposed to take action, to find
and sift alternative solutions, to
know sources of technical infor
mation, to consider what others

have tried and what worked and
did not work and why, to adapt
general or theoretical solutions to
fit particular situations in a prac
tical way, and to be objective.
While some attributes involved
in performing management advi
sory services relate to factual mat
ters and are subject to objective
evaluation, other essential elements
relate to judgmental, psychologi
cal, and personality factors suscep
tible only to subjective evaluation.

Acquisition of competence
4. Considerable variety is found
in the educational and experience
backgrounds of both CPAs and
others recognized as proficient in
management advisory services.
There are those with academic de
grees in accounting, general man
agement, marketing, engineering,
and other fields. Some have in
dustry experience while others may
have worked for consulting firms,
and still others may have had all
their prior experience with inde
pendent accounting firms. The
Management Services
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11. The committee on manage
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Standards of competence
standards analogous to those adopt
ed for auditing are applicable to
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auditing standards refer to the
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The committee recognizes the
application of the Code of Pro
fessional Ethics to management ad
visory services including the inde
pendence rules when the CPA also
serves as independent auditor of
the client’s financial statements—
Opinions 12 and 14 of the com
mittee on professional ethics. Aside
from the matter of also serving as
independent auditor, general stan
dard 2 is directed toward a client’s
right to have a completely objec
tive, unbiased, and forthright point
of view brought to the matter be
ing considered in management ad
visory services.
3. Due professional care is to be
exercised in the performance
of management advisory ser
vices.
The committee believes that a
paragraph in Cooley on Torts quot
ed in Statements on Auditing Pro
cedure No. 33 is directly appli
cable here. This quotation reads:

“Every man who offers his ser
vice to another and is employed
assumes the duty to exercise in
the employment such skill as he
possesses with reasonable care
and diligence. In all these em
ployments where peculiar skill
is prerequisite, if one offers his
service, he is understood as hold
ing himself out to the public
possessing the degree of skill
commonly possessed by others
in the same employment, and,
if his pretensions are unfound
ed, he commits a species of
fraud upon every man who em
ploys him in reliance on his
public profession. But no man,
whether skilled or unskilled, un
dertakes that the task he as
sumes shall be performed suc
cessfully, and without fault or
error. He undertakes for good
faith and integrity, but not for
infallibility, and he is liable to
his employer for negligence, bad
faith, or dishonesty, but not for
losses consequent upon pure er
rors of judgment.”
Management Services
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12 The committee on manage
ment services is of the opinion that
the CPA should only undertake
those engagements where he or his
firm meets the competence require
ments discussed above.
This is not an unusual decision
for a professional man to make.
For example, on the matter of
competence, the legal profession
leaves the decision of competence
to the individual member of the
profession. Rule Number 31 of the
Canons of Professional Ethics of
the American Bar Association says
in part, “Every lawyer upon his
own responsibility must decide
what employment he will accept
as counsel. . . .”
The evaluation of the compe
tence of a CPA or an independent
accounting firm in the area of
management advisory services is
primarily a subjective one. The
matter of competence to perform
an engagement requires that each
CPA objectively view his back
ground and ability and determine
whether, in fairness to his client
and/or the public, he is in a po
sition to undertake an engagement.

The Statement entitled “Compe
tence in Management Advisory
Services” was adopted unani
mously by the twenty members
of the committee.
NOTES

This Statement is published for
the guidance of members of the
Institute in carrying out a man
agement advisory services practice.
It represents the considered opinion
of the committee on management
services and, as such, contains the
best thought of the profession as
to the best practices. Members
should be aware that they may be
called upon to justify departures
from the committee recommenda
tions.

Committee on Management Ser
vices (1968-1969)
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